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Dear Applicants

e lave corsidered youwr application for recognition of exemplion
trom federal income tax under seckion U0OL1(c)(4) aof the [nternal
Revenue Code. Rased on the information submitted, we have concluded

that you do noli gqualify for exemption as described under that
sec tinn.,

N The information submibted indicates that you were established as
a testamentary trust in the Last Will and Testament of

t._. whe died on . The Trust has been

Jdetormained 10 e « charitable trust under law by the Court of

NPfaesal s o f Lounty in the case of

FroBate Court.

The applicable sections of the Will, Items VI and VII,

read as
follows:

"OITEM VI A1l Lhe rest and residue of my Estate, Real,
Faersomial and Mixed, 1 hereby create into a Trust Estate,
followsa

ITEM VI1. Therefore, all the rest and residue of my
Fslate, Real, Personal and Mixed, I do here and now give, devize

an

and begueatrh, in Trust, unto the Fﬁer Associatiorn of
N - scid I Fa- Fesociation shall apply and
process the disbribution and uwse, and opegration of said Trust

Fond, «as followe:

Said  Trust Fund shall be created and established for the
par eone of makbang amall loans, to young or indigent lawyers,

whder the age ot _..years), for the purpose of
establishing or aiding them in their Practice of the Lagal
Frofeesaon, or in alding them, during financially embarrassing
periods of their practice, in its many and countless forms and
dilenmas.
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Therefure, 1 desire that said commnittee, all through

proper facilities and processing, shall make small loans of from

Dollars (% ) to a maximum of [ = d Dollars

W) to Attornevs of County, who find

themselves in financial embarrassment. and whose character and
aualifications., are meritorious and deserving, all after praper
serutiny and investiaation. 5§

Said loans are to busar an intereqet at the rate of -)
peracent. per annum, and 1 degire this fund to be el f-
perpetulatina and T gaive henad diarrationary oowers to its
Trustees., oLl under the 'Ov Pres Doctrine.’

The machinery and technicnue at tha abeove Trust (and Modus
Operawidi) tn Le under Ehe suoervision and control of the
Bar Asscciation. thrm%nh its proper crommittera and ofticers.”

Thee {j ccurts bave applied the eauvitable doctrine of deviation
to wmmcrease the minimum and maximuam amount of loans ahould be

increased to S to - resvectivelv. Initially you were
funded by a contribution from the nrnhate eatate of

S - the crount of s

You indicated that the lman nranram ia rarrently in effect and
15 operated as follows: vou advertise the services 01 the Trust in
the B Fer Brief. a laral onhliratinn. and rennesta nualifving
tndividuals to submit a 1man annlication form to the Trust
Agvisory Committee of +H-—Fmr Acaenrtatinn. lnAan recelipt of a
loan application. the Committee reviews the aoolicant’s financial
needs and moral character. ant mabes an advisarv recomemendation to
your Truttze on whethor the annlicant ehould receive a loan. The
Trustee, upon consideratimn af the 1nan annliratinn and the

Conmittee’'s advianrv recammendation then determines whether or not a

1oarr will he made tn the anmnlicant. T date. individuals have

Section S01(c)(4) of the Code. as orovided in section 5G01(a),
describes as ewemot from federal income tax orqanizations not
arganized for orofit. but oocerated exclusivelv for the oromotion of
social welfare.,

Spction 1.501¢ Y(4Yy-=1(av{?Y (i)Y nf the Thnrame Taw Reoulations
provides that an oruanization is operated exclusively far the
promotion of social welfare if it je nrimarily ennansd in nromoting
in some way the common agood and aeneral welfare of the people of the
commurliby. AR oreanizaticn emhrared within thie apctingn i one which
is operated primarilv for the ourpose of bringing about civic
hetterments and social imnrnvenenta, A Yenryal weltare" orpanization

wil! qualify for exemption as a charitable organization if it falls
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within the definition of "rbharitahle" ast farth in coct) on

L.0O1ie 3 0 ~10d) (2) and is nobt an "action'" organization as set forth
in secltaion 1,900 ()Y (A)=1(e) ().

RKev. Ha). 7H-86, 1978~1 C.B. 151, provides Lhat an o ganization
fraraed by merchanlys to saslablish and operate a public ovf-street
parbang tacility thal provides free or reduced~rate parbing for the
mrrchant o contomesr s Bheough a validation stamp syabom dovs not
qita bt fy for exemmpbtion Ay erther a charitable corporabion as descr bel
eideer e bion S0 ) (3 ol the Code nor as a gocial weltare
organssation described under section 501(c)(4), because it serves the

merebuantls . moivale anterests by encouraging the public Lo patronize
thear stores.

LY

Mhie delwrmination of whether an organization qualifies for
euemprtion from federal income tay under gection S0L{(c){(4) of the Code
18 «a factual question. The organization must be primarily engaged in
promoting the common goad and welfare of the community 1n which 1t
vperates, rather than primarily engaged in serving private economic
Tinlareats, In order to qualify under section 504(c){4), no axcessive
privale benefit can be conferred.

Althouah your activities will benefit the community incidentally
threeagy enabling young lawyers to become self-aufficient, thus
g Ut tegal servines to the community, your pramary function
19 to serve Fhe privale iMeegests of those qualifying young lawyers
who practice “an an q County. VYour benefits are restricted
to a cleosed-member group rather than being made available Lo a cross-—
soction of Uhe communidly.

Further., a fund created for the purpose of making small loans to
yaunyg or indigent lawyers, under the age of 35, for the purpose Qf
petablishing or aiding them in the p-actice of the legal profession,
or in aiding them during financially embarrassing periods of their
practice, 1= nol itself an exempt charitable purpose as defined in
section L.301(c)(IT)-1(d)(2) of the requlations, and daes not
ctherwics serve the social welfare as set forth in section
1.0 () (M) =1 (a)(®)({i). Such an activity provides no discernible
public benefit tot he community at large and no charitable class is
served. Instead, the benefit is directed, i effect, to individuals
who are cntering the legal profession, similar to the organizat:ion
described in Rev. Rul. 73-86, which, although provided the public
somewhat with the benefit derived from the construction and operation

af the parking lot, primarily served the private interests of the
merchants.
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Sincerely yours,
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Fualings Branch I
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